HOUSE BILL REPORT
HB 1281

As Reported by House Committee On:
Trade & Economic Devel opment
Finance

Title: An act relating to community revitalization financing.
Brief Description: Promoting economic development and community revitalization.

Sponsors: Representatives Pettigrew, Skinner, Gombosky, Clibborn, Anderson, Rockefeller,
Grant, Tom, O'Brien, Cody, Moeller, McDonald, Woods, Hunter, Kagi, Morrell, Benson,
Kessler, Wood, Upthegrove, Conway, Linville and Morris; by request of Governor Locke.

Brief History:
Committee Activity:
Trade & Economic Development: 1/28/03, 2/18/03 [DPS];
Finance: 2/5/04 [DP2S(w/o sub TED)].

Brief Summary of Second Substitute Bill

*  Expandsthe community revitalization program to allow local governmentsto
finance public improvements not only using increased property tax revenues, but
also excess excise tax revenues, and revenue generated through a sales and use
tax, up to $1 million per year, per project, credited against the state sales and use
tax in an increment area.

e Limitsthe use of community revitalization fundsto only those public
improvements that support economic development that, in the absence of the
community revitalization funding, would not otherwise occur.

* Requiresloca governments to evaluate the impacts of potential development on
low-income housing and small businesses and to develop plans to mitigate
potential adverse impacts of development, prior to the establishment of an
increment area.

HOUSE COMMITTEE ON TRADE & ECONOMIC DEVELOPMENT

Majority Report: The substitute bill be substituted therefor and the substitute bill do pass.
Signed by 9 members. Representatives Veloria, Chair; Eickmeyer, Vice Chair; Skinner,
Ranking Minority Member; McDonald, Assistant Ranking Minority Member; Blake, Chase,
McCoy, Pettigrew and Priest.
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Minority Report: Do not pass. Signed by 2 members: Representatives Condotta and
Kristiansen.

Staff: Tracey Taylor (786-7196).
Background:

Tax increment financing or community redevel opment financing is a method of redistributing
property tax collections within designated areas to finance infrastructure improvements within
these designated areas. However, attempts to authorize the use of state property taxes revenue
in Washington to finance such development have been struck down by the voters and the
courts. The main legal impediments under the state constitution include: the requirement that
all property taxes must be uniform on the same class property within the territorial limits of
the authority levying the tax; the prohibition on the lending of state credit; and the dedication
of state property tax revenues to fund the common schools.

Community Revitalization Financing

Currently, counties, cities, towns, and port districts are authorized to create tax increment
areas within their boundaries where community revitalization projects and programs are
financed by diverting a portion of the regular property taxes imposed by local governments
within the tax increment area.

Community revitalization projects and programs include:

»  Traditiona infrastructure improvements, such as. (1) street and road construction and
maintenance; (2) water and sewer system construction; (3) sidewalks and streetlights;
(4) parking, terminal, and dock facilities; (5) park and ride facilities of atransit
authority; (6) storm water and drainage systems; and (7) park and recreation
facilities.

e Environmental analysis, professional management, planning, and promotion,

management and promotion of retail trade activities, maintenance and security for
common areas, and historic preservation.

The creation of atax increment areainvolves anumber of steps, as follows:

*  Thecounty, city, town, or port district adopts an ordinance designating the tax
increment area within its boundaries and specifies the public improvementsto be
financed;

*  Thetax increment area may not be established unless the local government taxing
districts (not including the state) imposing at least 75 percent of the regular property
taxes within this area sign written agreements approving the tax increment financing;

e A public hearing on the proposal is held;

*  Any fire protection district with territory located in the increment area must approve
the creation of the increment area; and
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*  Thecounty, city, town, or port district adopts an ordinance establishing the tax
increment finance area.

Public hearings must be held on the proposed financing of the public improvements through
community revitalization financing. The local government must then enact an ordinance:

(2) establishing the increment area;

(2) describing the public improvements;

(3) describing the boundaries of the increment area;

(4) estimate the cost of the public improvements and portion of these costs to be
financed by community revitalization financing;

(5) estimating the time during which regular property taxes are to be apportioned to
finance the public improvement costs associated with the public improvements  financed in
whole or in part by the community revitalization financing; and

(6) providing the date when the apportionment of regular property taxes will
commence and the benefits will be met.

A county, city, town, or port district may pledge and use the diverted regular property tax
collections to pay principal and interest on general obligations issued to finance the
community revitalization projects and programs. A non-public participant may be required to
provide security to protect the public investment in the tax increment area.

Regular property taxes imposed by all local governments within the tax increment areaon 75
percent of any increase in assessed valuation occurring in that area after its creation are
diverted to finance the projects. Regular property taxesimposed by any local government on
all of the remaining value (the assessed valuation in the year before the tax increment areawas
created plus 25 percent of any increase in assessed valuation in the tax increment area) are
distributed to the local governments asif the tax increment area had not been created.

The state's property taxes are not affected. Most regular property taxes imposed by port
districts and public utility districts are subject to this potential diversion, but port district and
public utility district regular property tax levies that are allowed specifically for bond
retirement purposes are not affected.

The projects financed by property tax increment financing must be expected to encourage
private devel opment and increase the fair market value of real property within the tax
increment area. Private development that is anticipated to occur within the tax increment area
as aresult of the public improvements must be consistent with the countywide planning policy
adopted by the county under the Growth Management Act (Act) and the county's, city's, or
town's comprehensive plan and devel opment regul ations adopted under the Act.

Sales and Use Tax

Thereisa6.5 percent retail salestax levied by the state on the selling price of tangible
personal property and certain services purchased at retail. In general, the tax applies to goods,
construction (including labor), repair of tangible personal property, lodging for less than 30
days, telephone service, and participatory recreationa activities. There are some local taxes
that are credited against the state sales tax, including 2 percent hotel/motel tax upon
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accommodations by cities and counties. There are aso some exemptions, credits and deferrals
to the state retail tax.

Thereis a 6.5 percent use tax on items not subject to the state retail tax. Thisincludes
purchases made from out-of-state sellers, purchases from sellers who are not required to
collect Washington sales tax, items produced for use by the producer, and gifts and prizes. The
tax is measured by the value of the item at the time of the first use within the state, excluding
any delivery charges.

Summary of Substitute Bill:

The community revitalization financing program is expanded to allow local governments to
finance public improvements not only using the increased property tax revenues, but also
eXcess excise tax revenues and revenue generated through a sales and use tax, up to $1 million
per year, per project, credited against the state sales and use tax in an increment area.

The proposed public improvement to be financed in part or in whole using the community
revitalization financing must be found by the local governing body to be reasonably likely to:
increase private investment within the increment area; increase the employment within the
increment area as determined by wage band analysis; and generate, over the period of time
that the local sales and use tax will be imposed, state and local property, sales, and use tax
revenues that are equal to or greater than the respective state and local contributions made
under this program.

The governing body of the local government must also make a finding that the community
revitalization financing will not be used to attract a \Washington business |ocated outside the
increment area to relocate to inside the increment area. There must also be afinding that the
use of the community revitalization financing will improve the viability of the existing
businesses within the increment area.

The community revitalization financing can be used for public improvement costs as currently
defined in statute as well asland acquisition, land clearing and the demolishing of property
pending construction of public improvements. The local government may not use the
community revitalization financing to finance the costs associated with the financing, design,
acquisition, construction, equipping, operating, maintaining, remodeling, repairing, and re-
equipping of public facilities funded by taxes collected through a public facilities district. In
addition, community revitalization funds may not be expended on environmental analysis,
professional management, planning and promotion within the increment area, or maintenance
and security of the common or public areas of the increment area.

Creating an Increment Area

A local city, town or county desiring to finance public improvement through community
revitalization financing must enter into written agreement with any taxing district that levies
regular property taxes on real property in the increment area. Thus, ataxing district can opt
out of participating in the increment area.
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The ordinance enacted by the local government must include an estimate of the time during
which the excess excise taxes will be collected as well as providing the date when the use of
the excess excise taxes will commence and the benefits will be met. The ordinance must also
include an estimate of the highest amount of tax revenue to be received in any one fiscal year
through the imposition of the state sales and use tax credit.

Notice of the public hearing on the proposed ordinance creating the increment area must be
sent by U.S. mail to all property owners and business enterprises located within the proposed
increment area at least 30 days prior to the hearing. The local government must consult with
business organi zations and ethnic associations to develop methods of notice that ensure that
appropriate notice is provided to the business enterprises and property owners for whom
English is a second language.

Property Tax Increment

Aswith the current program, the increment value is 75 percent of any increase, over the tax
allocation base value, in the assessed value of real property in an increment areathat is placed
on the assessment roles after the increment areais created. In calculating the regular property
tax increment, regular property taxes levied by voters for a specific purpose shall not be
included.

Tax allocation base value is the assessed value of real property located within an increment
areafor taxeslevied in the year in which the increment areaiis created for collection in the
following year, plus 25 percent of any increase in the assessed value of real property located
within an increment areathat is placed on the assessment rolls after the increment areais
created.

In the second calendar year following the effective date of the ordinance creating the
increment area, the county treasurer distributes the receipts from regular taxes on real property
in the increment area as follows:

(1) each participating taxing district and the local government that created the
increment  area shall receive the portion of its regular property taxes by the rate of tax levied
by or for thetaxing district on its tax allocation base value or upon the total assessed value
of real property in the taxing district, whichever is smaller; and

(2) the local government shall receive an additional portion of the regular property
taxes levied by it and by or for each participating taxing district upon the increment value in
the increment area. If thereisno increment value, the local government does not receive
any additional regular property taxes.

The county assessor shall alocate 25 percent of any increased real property value occurring in
the increment area to the tax allocation base value and 75 percent to the increment value.

Excess Excise Taxes

A local government that creates an increment area may use annually any excess excise taxes
received by it from taxable activity within the increment area to finance the public
improvement costs financed in whole or in part by community revitalization financing. When
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tax allocation revenues are no longer necessary or obligated to pay the costs of the public
improvements, the local government may no longer retain the excess excise taxes.

The excess excise tax is the amount of excise taxes received by alocal government within the
increment area over and above the amount of excise taxes received there during the base year
from taxable income within the increment area. The base year isthe first calendar year
following the creation of the increment area and the measurement year is a calendar year,
beginning with the calendar year following the base year, that is used annually to measure the
amount of excess excise taxes required to be used to finance the public improvement costs.

If alocal government is solely a port district, the port district may use excess excise taxes only
to the extent that any other taxing authority that receives excise tax from taxable activity in the
increment area allocates excess excise taxes to the local government.

If aport district and a city, town or county is the increment area, excess excise taxes may only
be used if the city, town or county realize excess excise taxes from taxabl e activity within the
increment area or any other taxing authority that receives excise taxes from taxable activity in
the increment area all ocates excess excise taxes to the local government.

Boundary information of increment areais due to the Department of Revenue (DOR) at |east
75 days before effective date of ordinance creating increment area.

Sales & Use Tax

A city, town or county that creates an increment area and finances the public improvements
under the community revitalization program may impose asales and usetax. Thetax isin
addition to other taxes authorized and will be collected from those who are taxable by the state
retail salestax and use tax for any taxable event within the jurisdiction. The rate cannot
exceed 6.5 percent less the aggregate rates of any other taxes imposed on the same event that
are already credited against the state sales and use taxes. The tax shall be deducted from the
amount of taxes otherwise required to be collected or paid over the DOR for the state sales and
use tax.

The sales and use tax cannot be imposed until after January 1, 2005, and the local increment
jurisdiction must first have received tax allocation revenues derived from either real property
taxes or excess excise taxes or both during the preceding calendar year. Thistax expires when
bonds issued are retired, but not more than 25 years after being imposed.

In order to enact a sales and use tax, the local jurisdiction must first enact an ordinance
imposing tax that provides that:

(2) the tax shall first be imposed on the first day of a calendar year;
(2) the amount of the tax received by the local government in any calendar shall not
exceed the state contribution;
(3) the tax shall cease to be imposed for the remainder of any calendar year in which
either:
(a) the amount of tax receipts totals the amount of the state contribution;
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(b) the amount of the tax receipts totals the amount of local public sources dedicated
in the previous calendar year to finance the authorized public  improvements; or
(c) the amount of the revenue from taxes imposed under this section by all cities,
towns, and counties totals the annual state credit limit
(4) the tax will be reimposed at the beginning of the next calendar if it ceased to be
imposed;
(5) any revenue generated by the tax in excess of the amount of the state contribution
[imit will go to the State.

Then, the jurisdiction must apply to the DOR at least 75 days before the effective date of any
such tax. The DOR will accept and approve applications beginning August 1, 2003, through
September 30, 2006. Application information shall include: information establishing the
jurisdiction is eligible to impose such atax; the anticipated effective date of the tax; the
estimated number of years that the tax will be imposed; and a copy of the ordinance creating
the increment area.

The DOR will rule on an application within 60 days of receipt. The sales and use tax authority
will be granted on afirst-come first-served basis. Priority among approved applicants shall be
based on the date that the approved application was received by the DOR. When the annual
limit is reached, no new applications will be approved.

The DOR will approve the amount of the sales and use tax that an applicant may impose. The
amount shall not exceed the lesser of $1 million or the highest amount of tax revenue the
applicant estimatesit will receive in any one fiscal year through the imposition of the sales and
use tax.

If both acity and a county impose the sales and use tax under this program, the amount is
credited based on which jurisdiction created the increment areafirst.

State contribution means the less of $1 million or an amount equal to the state property tax
allocation revenues received by the state during the preceding calendar year and the excess
state excise taxes received by the state during the preceding year.

Thefirst year aggregate limit for credit against the state sale and use tax is $5 million. In each
of the three subsequent years, the total amount credited against the state sales and use tax shall
increase by the percentage increase in the assessed value of all property within the state as
determined by the DOR. Any unused credit from the first through the third year shall be
added to the amount of the credit available in the second through the fourth years. The DOR
will tell the jurisdiction to stop imposing tax once the jurisdiction's annual state contribution
limit is reached or the aggregate state contribution limit is reached.

Local government must tell the DOR by December 20 the amount of local public sources
dedicated in the current calendar year to finance the authorized public improvement and the
tax allocation revenues derived in the current calendar year from the regular property taxes on
the increment value and distributed to finance the public improvements.
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Money must be used only for the purpose of principal and interest payments on bonds issued
for aproject and must be matched with an amount from local public sources dedicated through
December 20 of the previous calendar year to financed the authorized public improvements.
Local public sources can include private monetary contributions and tax allocation revenues.
The money generated from the sales and use tax must actually be expended to pay public
improvement costs or are required by law or an agreement to be used exclusively to pay public
improvement costs.

A jurisdiction must have outstanding indebtedness under the community revitalization
program.

Accountability
Thelocal government utilizing the sales and use tax must provide an annual report to the DOR

by March 1 of each year. The report must include:

(1) The amount of tax allocation revenues, sales and use tax and local public sources
received by the local government during the preceding calendar year, and how these
revenues were expended,

(2) The names, and previous business locations, of any business located within the
increment area as aresult of the public improvements undertaken by the local government
and financed in whole or in part by this program;

(3) The number and industrial classification of businesses and the number of
employees intheincrement area, and the number of these businesses and their employees
continuing  to conduct business enterprise activities after the compl etion of the proposed
improvements;

(4) Thetotal number of permanent jobs created as aresult of the public improvements
undertaken by the local government and financed in whole or in part by this program.

(5) The wages and benefits received by the employees of businesses located within the
increment area as aresult of the public improvements. The wage and benefit information
will be collected by the local government and reported to the DOR and must include
employee benefit information, such as employer-provided medical insurance, vacation or
sick leave, and retirement benefits. The wage information shall be reported in six wage
bands, beginning with the state minimum wage plus $2 per hour up through greater than  the
state minimum wage plus $10.01 per hour;

(6) The increase in employment within the increment area, reported in wage bands; and

(7) The amount of tax receipts the local government has received from taxable activity
from the businesses located within the increment area and after the establishment of the
increment area.

The DOR shall make the report available to the public and the Legislature by June 1 of each
year. Thereport shall include alist of the public improvements undertaken by the local
governments and financed in whole or in part by community revitalization financing. The
report should also include a summary of the information provided by the local governments.
The full report by alocal government to the DOR shall be made available to the public upon
request.
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Bond Authorization

A local government designating an increment area and authorizing the use of community
revitalization financing may incur general indebtedness, and issue general obligation bonds, to
finance the public improvements and retire the indebtedness in whole or in part from tax
allocationsit receives.

Loca government can annually pay into afund to be established for the benefit of bonds
issued for this program afixed proportion or fixed amount of any tax allocation revenues
derived from property or business activity within the increment area containing the public
improvements funded by the bonds. The payments continue until all bonds payable from the
fund are paid in full.

A loca government can annually pay into a second fund a fixed proportion or fixed amount of
any revenues derived from the credit of the state sales and excise tax, such payment continuing
until all bonds from the fund are paid in full.

A local government that issues bonds to finance public improvements may pledge for
payment of such bonds all or part of any tax allocation revenues derived from the public
improvements. It can also pledge the revenues of the credit of the state sales and excise tax.

The bonds issued by the local government to finance the public improvements does not
constitute an obligation of the state.

Miscellaneous

Nothing in the Act gives port districts the right to impose alocal sales or use tax.

The DOR may adopt rules required to administer the community revitalization financing
program.

Substitute Bill Compared to Original Bill:

The substitute bill defines a " participating tax authority” as ataxing authority that has entered
into awritten agreement with alocal government for the use of community revitalization
financing to finance al or a portion of the costs of designated public improvements.

The substitute bill specifically exemptsreal property taxes levied by the voters for a specific
purpose from being included in the regular real property taxes used to finance the public
improvements under the community revitalization program.

The substitute bill prohibitslocal governments from using community revitalization financing
in order to pay for: (1) costs associated with the financing, design, acquisition, construction,
equipping, operating, maintaining, remodeling, repairing, and re-equipping of public facilities
funded with taxes through a public facilities district; (2) environmental analysis, professional
management, planning and promotion within the increment area, including the management
and promotion of retail trade activities in the increment area; and (3) maintenance and security
for common or public areas within the increment area.

In addition to the requirements in the original bill, the local government creating in increment
areamust also: (1) make afinding that the community revitalization financing will not be
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used for the purpose of relocating a Washington business outside the increment area into the
increment area; (2) include an estimate of the highest amount of tax revenue to be received in
any one fiscal year through the imposition of the sales and use tax credit against the state sales
and use tax; and (3) make afinding as to how the public improvements financed through the
community revitalization financing program will improve the viability of the existing
businesses |ocated in the proposed increment area.

The substitute bill requires that a notice must be sent via U.S. mail to the property owners and
business entities located within the proposed increment area. The local government must
work with local organizations to ensure appropriate notice is given to businesses and property
owners for whom English is not his or her primary language.

The substitute bill requires the local government make an annual report to the DOR. The
report must include: (1) the amount of tax allocation revenues, sales and use taxes, and local
public sources received by the local government in the preceding calendar year and a summary
of expenditures; (2) the names of businesses locating in the increment are as aresult of the
program,; (3) the number of permanent jobs created; (4) the number and industrial
classifications of businesses and the number of employeesin the increment area prior to the
creation of the increment area that continue to conduct business and be employed in the
increment area; (5) the wage and benefit information about the jobs in the increment area
reported in wage bands; and (6) the amount of tax receipts of businesses located prior to the
creation of the increment area. A summary of the report shall be made available to the public
by June 1 of each year. The report will also include alist of public improvements financed in
whole or in part by community revitalization financing. The local government's full report
may be disclosed to the public, upon request.

The substitute bill directs the DOR to accept and approve applications for the state sales and
use tax credit beginning August 1, 2003, through September 30, 2006.

The substitute bill authorizes the DOR to approve the amount of the sales and use tax that an
applicant may impose and the state contribution cap is clarified.

Finally, the substitute clarifies that the DOR may adopt rules required for the administration
of the community revitalization financing program.

Appropriation: None.
Fiscal Note: Available.

Effective Date of Substitute Bill: The bill takes effect 90 days after adjournment of sessionin
which bill is passed.

Testimony For: Washington is currently suffering from a serious economic downturn. One
of several steps being offered by the Governor to create jobs right away while still building

for the future is the EDGE program. EDGE stands for Economic Development for a Growing
Economy. Using the EDGE, a community can invest in its own future. The state should be a
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partner with the local government because the state benefits from the job creation, urban
renewal and environmental improvements that would occur thanksto EDGE. The local
government is the true leader in this program and assumes the risk of the project.
Unsuccessful projects do not get state money. Almost every state has some form of tax
increment financing available for economic development. While the EDGE program might
not give Washington an advantage, it will finally placeit on alevel playing field with many of
our neighbor states. Since thisisalimited, pilot project, the Legislature can review the
program before committing more state money. This proposal was devel oped working with a
broad group of stakeholders and avoids the legal pitfalls of other tax increment financing
proposals of the past.

Testimony Against: This program places public resourcesin private hands at atime the state
cannot afford to divert the money. In addition, because this state is a budget-based real
property tax system, and there is a cap on real property tax increases due to 1-747, there will
not be any real increment value generated by the real property taxes as only new construction
will provide additional real property tax revenues, and thisis alimited time increment.

Testified: Representative Pettigrew, prime sponsor; Sheila Martin, Policy Officer, Office of
the Governor; Todd Mielke, Spokane Regional Chamber; Richard Ehlers, Seattle Northwest
Securities, Corp.; Jay Reich, Attorney, Preston Gates and Ellis; Ron Newbry, Washington
Economic Development Association; Bruce W. Kendall, President and CEO, Economic
Development Board/Tacoma-Pierce County; Steven J. Caffery, CEO/Executive Director, The
Capitol Theatre, Yakima; Michael A. Morales, Grants Officer, Department of Community and
Economic Development, City of Y akima; and Maria Cain, Asian Pacific Environmental
Exchange.

HOUSE COMMITTEE ON FINANCE

Majority Report: The second substitute bill be substituted therefor and the second substitute
bill do pass and do not pass the substitute bill by Committee on Trade & Economic
Development. Signed by 7 members: Representatives Mclntire, Chair; Hunter, Vice Chair;
Cairnes, Ranking Minority Member; Orcutt, Assistant Ranking Minority Member; Ahern,
Morris and Roach.

Minority Report: Do not pass. Signed by 2 members. Representatives Conway and Santos.
Staff: Mark Matteson (786-7145).

Summary of Recommendation of Committee On Finance Compared to Recommendation
of Committee On Trade & Economic Development:

Declares that one of the purposes of community revitalization financing isto encourage a

bal ance between job creation and availability of affordable housing. Clarifies that "assessed
value" pertains to taxable real property. For the purposes of community revitalization
financing (CRF), restricts potential property tax revenues to only those regular property taxes
attributable to 75 percent of increases in assessed value due to new construction being placed
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on the assessment rolls. Allows the CRF fundsto be used for facilities and improvements that
support affordable housing.

Provides that the CRF funding may only be used in increment areas for development that,
absent the CRF funds, would not otherwise occur. Restricts increment areas to portions of a
local jurisdiction for which property value is no more than 25 percent of the assessed value of
the jurisdiction.

Modifies the requirement for afinding by alocal government that the CRF funds will not be
used for the purpose of relocating a Washington business outside the increment areainto the
increment area, in that "relocating abusiness' is specifically defined. Modifiesthe
requirement for afinding by alocal government that employment within the increment areais
likely to be increased, in that the analysis does not have to consider different wage bands.

Provides that the notice of impending passage of the ordinance that is sent to the property
owners and business entities include the estimated impact on low-income housing and small
businesses. Allows (instead of requires) the local government to work with business
associations and with the Office of Minority and Women's Business Enterprise (instead of
with ethnic associations) to ensure appropriate notice is given to businesses and property
owners where English is the secondary language.

Requires alocal government seeking the CRF fundsto: enter into a contract with a private
developer for intention to develop part or al of the increment area; develop an analysisto
evaluate impacts of the development on small businesses and low-income housing; develop a
plan to mitigate the adverse impacts of development.

Requires the Department of Revenue (DOR) to approve use of local excess excise taxes and
the amount of the sales and use tax that an applicant may impose. Providesthat no
applications may be received before August 1, 2004 (instead of 2003), or processed more than
three years after receipt of the first application (instead of through September 30, 2006).
Provides that no tax may be imposed before July 1, 2006 (instead of January 1, 2005).
Requires alocal government to inform the DOR by December 31 of each year the amount of
local revenues dedicated to the CRF purposes (instead of by December 20).

Modifies the requirement the local government make an annual report to the DOR, limiting
the content to the amounts of the CRF funds received and the manner of expenditure; names
of businesses that move into the increment area as aresult of the program, and the number of
jobs created and average wages paid as aresult of the program. Removes requirement that the
DOR disclose individual jurisdiction reports to the public, upon request.

Allows the DOR to adopt rules as deemed necessary for the administration of the community
revitalization financing program.

Appropriation: None.

Fiscal Note: Available.
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Effective Date of Second Substitute Bill: The bill takes effect 90 days after adjournment of
session in which bill is passed.

Testimony For: Thishill isimportant to the people in my district. The Rainier Valley isrich
in diversity and community. Thiswould help to promote development that might not
otherwise occur.

Thisis an outstanding tool and very useful in supporting infrastructure development. Asyou
consider this, | urge you to think about the overall limits. Do not forego an opportunity to
attract large businesses and to bring millions of dollars and many jobsto the state.

The Governor believes strongly that it isimportant to improve infrastructure and create jobs.
Ordinarily, private developers look for areas where adequate infrastructure aready exists. This
puts many undeveloped areas at a disadvantage. Last year we heard alot of testimony on this
proposal and have worked hard to incorporate stakeholders' concerns. We've made some
changes to improve the bill and provide needed safeguards.

County tax assessors appreciate the refining of the boundary restriction language and the
limitation to regular property taxes associated with new construction only. The new
safeguards are important to county councils, and the proposed substitute is supported by the
Washington Association of County Officials.

Economic development isimportant to our state. It iscritically important to the health of our
community to modify this proposal to allow for higher levels of investment in infrastructure.
We are facing higher local utility rates. Only by encouraging economic development and
spreading costs to other parts of the tax base will we be able to survive.

The City of Y akima needs this tool now. Some parts of our downtown district are boarded
up, a condition brought on by the exodus of four major retailers since March 2000. This has
cost our community 600 jobs, and left about 900,000 square feet of space vacant. In addition, a
tech support help desk center is shutting down. These closures represent $500,000 in lost
revenue to the city. We are facing avery difficult situation, and need this badly.

The City of Spokane needs more resources, and we believe that the primary emphasis of tax
increment financing should be on job growth. We think that the "but/for" criteriaistoo
restrictive, because it is hard to know ahead of time whether something might have happened
anyway. Undue burdens would be placed on developers. Another concern is the opt-in/opt-
out language; we think that the existing statute is fine with modifications. Let local
government officials be on the hook for this.

We are arura economic Chamber of Commerce and support thistool and an amendment to
modify the limits to make this more viable. We ask you to consider the way in which the
impact is assessed and recogni ze the revenues captured are new revenues to the state. When
people are employed, they are better able to meet health care needs, their education needs, and
others.
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Testimony Against: (With concerns) The Displacement Coalition is concerned with this
approach. Thereisno limitation to areas of blight, and no adequate definition of blight.
Without this, tax revenue is simply diverted from other important public uses to use by those
that don't need it. The safeguards are not really there. Tax increment financing has been
shown in areas across the nation to displace businesses and |ow-income housing tenants. It
has typically been used in areas that are already experiencing growth. The Mayor of Seattle's
report indicates that South Lake Union will be a primary target for such funding. If thereis
not an objective definition of "blight," the interpretation of the term isleft to the whims of
local officials. With respect to the size limitation for the increment area, it seems appropriate
to come up with adifferent standard for cities of different sizes. Please don't rob Peter to pay
Paul Allen.

It is very important to have impact analyses and mitigation processes. We are very interested
in thisas atool for development in blighted areas. We want low-income housing to be
eligiblefor funding. We are seeking ways for tools that support equitable devel opment.

Persons Testifying: (In support with amendment) Representative Pettigrew, prime sponsor;
Representative Alexander; Sheila Martin, Office of the Governor; Bill Cook, City of Y akima;
Michelle Hagen, Washington Association of County Officials; Lynn Ford, Liberty Country
Pace; Todd Christensen, Centralia-Chehalis Chamber of Commerce; Scott Noble, Washington
State Association of County Assessors; Paul Parker, Washington State Association of
Counties; and Todd Mielke, Spokane Regional Chamber.

(Opposed) Matthew Fox, John Fox and Bette Reed, Ad Hoc Coalition to Amend TIF; and Ken
Katahira, Interim Community Development Association.

Persons Signed In To Testify But Not Testifying: (In support) Ron Newbry, Washington
Economic Development Association; Don Lewison, Souran; Mark Barbieri; and Bryan Wahl,
Washington Association of Realtors.

(Opposed with concerns) Jeff Johnson, Washington State L abor Council.
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